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CITY OF NEWPORT BEACH 

FINANCE COMMITTEE 
SEPTEMBER 24, 2020 MEETING MINUTES 

 
I. CALL MEETING TO ORDER 

 
The meeting was called to order at 3:05 p.m. via teleconference.   

 
II. ROLL CALL 

 
PRESENT:   Mayor/Chair Will O’Neill, Mayor Pro Tem Brad Avery (via telephone), Council 

Member Joy Brenner, Committee Member William Collopy, Committee 
Member John Reed, Committee Member Joe Stapleton, and Committee 
Member Larry Tucker 

 
ABSENT:  None.  

 
STAFF PRESENT:   City Manager Grace K. Leung, Assistant City Manager Carol Jacobs, Finance 

Director/Treasurer Dan Matusiewicz, Deputy Director/Finance Steve 
Montano, Administrative Specialist to the Finance Director Marlene Burns, 
Fire Chief Jeff Boyles, Revenue Manager Evelyn Tseng, Revenue Auditor 
Antonio Velasco, Purchasing Agent Anthony Nguyen, Administrative 
Manager Mary Locey, Budget Manager Shannon Espinoza, IT Manager 
Jackeline Luengas, IT Supervisor Avery Maglinti 

 
OTHER ENTITIES: Mark Steranka - Moss Adams 
   Colleen Rozillis – Moss Adams 
   Halie Garcia – Moss Adams 

    Jason Schmidt - Chandler Asset Management  
    Mark Young - KNN Public Finance  
 

MEMBERS OF THE 
PUBLIC:    Jim Mosher, Charles Klobe, and Nancy Scarbrough 

 
III. PUBLIC COMMENTS 

 
Jim Mosher stated he understood the Council adopted a “placeholder” budget given the COVID-19 
pandemic and inquired whether the Finance Committee would be reconvening to further discuss any 
financial impacts. He mentioned public comments were not opened related to the COVID-19 report at 
the recent City Council meeting.  
 
Charles Klobe inquired whether there will be public comment on this agenda during the item related 
to Fire Station No. 2. Mayor/Chair O’Neill affirmed public comment would be opened during the agenda 
item.   
 
Mayor Chair O’Neill noted he would be more cognizant of public participation at meetings. He stated 
there has not been a significant impact on the City’s budget due to COVID-19 and is anticipating the 
Finance Committee will review the City’s budget once the first quarter of the fiscal year is complete. 
He anticipates the Finance Committee will review the budget at their November meeting with the intent 
of proposing recommendations to the City Council.  

 
IV. CONSENT CALENDAR 

 
MINUTES OF JUNE 4, 2020 
Recommended Action: 
Approve and file. 
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Mayor/Chair O’Neill opened public comments and seeing no speakers, closed public comments. 
 
MOTION:  Committee Member Tucker moved to approve the minutes, as amended, seconded by 
Committee Member Stapleton.  The motion carried 5 ayes – 0 noes, 2 abstentions (Mayor Pro Tem 
Avery, Council Member Brenner). 

 
I. CURRENT BUSINESS 

 
A. INVESTMENT PERFORMANCE REVIEW 

Summary: 
Staff and/or one or more investment advisors will describe the performance of the City's 
investment portfolio. 
Recommended Action:  
Receive and file 
 
Finance Director/Treasurer Dan Matusiewicz provided a brief update on the performance of the 
City’s investment portfolio. He outlined general performance patterns of “equity” investments 
versus “fixed-income” investments. The City currently has a good price return, however, new 
money invested will be done at a lower rate.  
 
Jason Schmidt, Chandler Asset Management, provided a status update, noting the economy is 
currently in a recovery mode. He mentioned the upcoming election and COVID-19 pandemic may 
impact the financial markets. Currently, the economy has been in a recession since February, 
however, the trend is moving toward “recovery.” He mentioned there may be additional “stimulus” 
activities that may take place before the election. He provided brief updates on various financial 
indices, including unemployment rates, gross domestic product, bond yields. He reviewed the 
investment objectives of the City and those required by the State of California. The City’s portfolio 
conforms and complies with those regulations. He reviewed the City’s portfolio characteristics 
including average maturity and yields as of August 31, 2020. 
 
In response to Committee Member Collopy’s inquiry, Finance Director/Treasurer Matusiewicz 
clarified “short-term” means the two-year range to the City, and a two-year treasury bond would 
be 14 basis points therefore the income yield of 2.14% and price return is closer to 4%. Mr. 
Schmidt noted the City is earning approximately 2% from an income basis on the portfolio which 
is closer to 4% due to price depreciation. He advised future maturing securities will need to be 
reinvested.  
 
Mr. Schmidt continued with his presentation reviewing sector distribution and issuers of securities 
being held in the portfolio. He stated he has no concerns although issues would be raised with 
staff should they arise. He advised the City’s rate of return exceeded the goals over many intervals 
since the inception of the portfolio in 1991. He concluded his presentation by showing how the 
City’s smaller short-term holdings earned 16 basis points over the past three months. 
 
Mayor/Chair O’Neill opened public comments and seeing no speakers, closed public comments. 
 
In response to Committee Member Tucker’s inquiry, Finance Director/Treasurer Matusiewicz 
clarified the general fund’s portion of the investment portfolio is about $90 million. 
 

B. ANNUAL INVESTMENT POLICY REVIEW AND UPDATE 
Summary: 
In furtherance of Section K-2 of Council Policy F-1, Statement of Investment Policy (the Policy), 
the Finance Department has completed an annual review of the Policy to ensure its consistency 
with the overall objectives of preservation of principal, liquidity and return, and its relevance to 
current law and financial and economic trends. Staff is proposing no modifications to the Policy at 
this time as recommended by Chandler Asset Management and supported by the City’s Finance 
Director/Treasurer. 
Recommended Action:  
Receive and file 
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Finance Director/Treasurer Dan Matusiewicz provided a brief update as a review of the City’s 
Investment Policy is required by City policy each year. There are no changes recommended at 
this time. 
 
Mayor/Chair O’Neill commented this is the first time since in his tenure on the Finance Committee 
no modifications were required. He noted discussions have been historically robust and centered 
on percentages of money invested in a single area.  
 
Mayor/Chair O’Neill opened public comment. 
 
Charles Klobe commented that Mr. Schmidt’s slideshow was not on the agenda and inquired if it 
would be made available. Finance Director/Treasurer Matusiewicz advised he would send it 
directly to Mr. Klobe.  Mayor/Chair O’Neill advised it would be part of the minutes when posted.  
 
Mayor/Chair O’Neill closed public comment. 
 

C. FIRE STATION 2 - BOND AUTHORIZATION RECOMMENDATION 
Summary: 
Staff will review with the Committee the agenda topics scheduled for the remainder of the calendar 
year.   
Recommended Action:  
Receive and file. 
 
Finance Director/Treasurer Matusiewicz provided a brief update recommending financing Fire 
Station 2 to take advantage of low-interest rates and preserving cash during the COVID-19 
pandemic. He explained current market conditions provide for a very advantageous borrowing 
condition and would be a Certificates of Participation (COP) structured with a 10-year lockout with 
a par call at 10 years. Lastly, he reported the City is looking to issue premium bonds.  
 
Mark Young of KNN Public Finance, the City’s Independent Registered Municipal Advisor (IRMA) 
joined. He reported he prepared an independent analysis of several structuring alternatives in May 
2020. He prepared alternative financing scenarios for 10, 15, 20, and 30-years with a total cost of 
issuance of approximately $167,000 for the $9.5 million project.  He noted the options also 
consider the City’s interest to minimize interest costs during the construction period and 
recommend using an asset transfer structure utilizing two (2) existing fire stations which allows for 
lease payments.  Lastly, he recommends selecting Standard & Poor’s as the sole rating agency 
for the financing since lease payments are due no sooner than three months into the fiscal year 
and do not require a debt service reserve fund due to the City’s AAA credit rating.  
 
Finance Director/Treasurer Matusiewicz requested KNN to update their analysis to 10, 15, and 
20-year scenarios, identify the process of selecting an underwriter, and develop the method of 
sale. Mr. Young recommended the City pursue a negotiated public sale and a Request for 
Purchase (RFP) was prepared and sent to 23 firms which received five (5) responses.  Mr. Young 
stated that Stifel Nicolaus was selected as the underwriter. Lastly, he feels 10 years is a 
responsible approach to financing the fire station and supports Finance Director/Treasurer 
Matusiewicz recommendations. 
 
Finance Director/Treasurer Matusiewicz advised if the Finance Committee should move forward, 
City Council would authorize the issuance of bonds on November 10th. He advised City Council 
may want to consider either setting the project not to exceed $10 million or setting a higher amount 
to account for unforeseen future construction and materials costs.  
 
In response to Finance Director/Treasurer Matusiewicz’s inquiry, Mayor/Chair O’Neill provided the 
background of how the City’s ability to pay for the project was directly impacted by COVID-19’s 
budgetary alterations which have necessitated a debt instrument. He advised City Council voted 
in favor of the safer option of incurring the cost of the project over 10 years. Mayor/Chair O’Neill 
believes in fiscal conservatism moving forward as the economy recovers and the 10-year interest 
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value is worth buying the security if needed in the future. Mayor/Chair O’Neill expressed his 
interest in not exceeding 10 years with the belief the City Council would agree and noted the City’s 
ability to pay off the debt for the 10 years.  
 
Mayor/Chair O’Neill commented construction costs are expensive right now. He advised the City 
opened its RFP process on September 23 and expects to have bids in hand by the end of October 
to bring it to the City Council at its first November meeting looking for both approvals of the bid 
and the financing documents. He expects the bid to come in higher than the RFP requested.  
 
Mayor/Chair O’Neill advised the Finance Committee needs to formulate a formal recommendation 
to the City Council on financing the project versus paying from cash reserves and the length of 
the financing should they go that route. 
 
Finance Director/Treasurer Matusiewicz added the need for a recommendation on a maximum 
interest rate, the need for a maximum term, and a need for the maximum amount of bonds issued 
and any deviation from a 10-year no call or call at par.  
 
Committee Member Collopy expressed concerns about expending the City’s revenues due to the 
pandemic’s uncertainty. However, he believes 10-year financing is the right decision given the 
historically low rates and it would still be a good idea even if the City’s revenues had not dropped 
so dramatically. 
 
Mayor/Chair O’Neill clarified the City has done better than the initial adjustments revisions and 
expect to be doing better at the end of the current quarter than what had been budgeted. Finance 
Director/Treasurer Matusiewicz added it will be good to see if this is continuing when the first-
quarter results are available.  Committee Member Tucker commented it is hard to call it financing 
with the interest rate is so low.  
 
In response to Committee Member Tucker’s inquiry, Mr. Young explained the difference between 
coupon rate and yield when offering a 10-year non-callable bond. He explained that with a 2% 
coupon and a stated yield of 0.2%, the City would be paying the same amount back as a borrower. 
He commented that in the event of a rising interest rate environment the bond may need to be 
sold at a discount before it matures. In that event, he clarified that if the bond is purchased at a 
premium rate (4%) some interest will be lost but investors still get 100% of the principal invested.  
 
In response to Committee Member Tucker’s inquiry, Mr. Young disagreed that the true interest 
cost has no inflation assumption and explained each of the maturities will have a fixed interest 
rate. 
 
Committee Member Tucker relayed some of his past experiences with construction projects and 
expressed the quality of the assets built has been very high so he would not focus too much on 
value engineering because it leaves people to wonder where the money was spent.  
 
Mayor/Chair O’Neill responded there was discussion of bringing it back to the City Council to do 
some value engineering but the view was they have reached the minimum of what is expected 
and the expectations of the community on public safety are not worth cutting corners.  
 
Committee Member Tucker again expressed the payments are effectively the principal and his 
assumption is the City will follow its previous guidelines for a pre-payment penalty. 
 
Committee Member Stapleton echoed the previous sentiments about the historically low rates and 
potential pandemic-related complications and supports the recommendations. 
 
Committee Member Tucker commented if interest rates rise in the marketplace, hypothetically this 
could get to the point where there is no cost to the City with a make-whole call. Mr. Young 
confirmed calls shorter than 10 years can be included in a tax-exempt transaction but at a slight 
cost.  
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In response to Chair O’Neill’s inquiry, Mr. Young responded that for a highly-rated transaction of 
relatively modest size, the City’s current timeline is good but they would not want the process to 
extend to Thanksgiving week and if there are delays to the City’s projected timeline, he would 
recommend waiting until January to price the bonds.  
 
In response to Council Member Brenner’s inquiry, Mr. Young responded the retail marketing plan 
was part of the underwriter RFP.  He advised the top two (2) candidates have offices either in 
Newport Beach or close by and highlighted the billions of dollars in municipal securities held by 
Orange County residents. Newport Beach bonds are scarce and rated AAA so he expects them 
to go quickly both within Newport Beach and within surrounding communities. Additionally, he 
advised since the meetings are public the underwriter can begin premarketing to investors. Mr. 
Young confirms this was a criteria and one of the reasons for selecting Stifel Nicolaus.  
 
In response to Finance Director/Treasurer Matusiewicz’s inquiry, Mr. Young confirmed it would be 
in the best interest of Newport Beach residents looking to partake in these bonds to open a 
brokerage account with Stifel Nicolaus adding that Stifel Nicolaus does not have a brokerage 
agreement with other investment firms like Fidelity. Lastly, Mr. Young added there is a fair amount 
of Newport Beach residents who already have Stifel Nicolaus as their broker.  
 
Mayor/Chair O’Neill opened public comments. 
 
Mr. Mosher expressed his belief fire stations should be named geographically and the agenda 
mentions this as a new Lido Fire Station. He hopes this decision has not been made officially 
because the station is not on Lido Isle or in Lido Village so the name would be a mistake. Mr. 
Mosher also expressed his view of Newport Beach always priding itself on having a Facilities 
Financing Plan (FFP) which demonstrates an ability to pay for anticipated costs without borrowing. 
He expressed his aversion to government borrowing since the City has an extra cost involved in 
repaying the bondholder. He inquired if the urgency is necessary if interest rates are expected to 
remain low for the next five years. 
 
Mr. Klobe expressed his belief the recommendation seems like a “no-brainer” given the interest 
rates and how the City is earning more on its cash reserves than it is paying in interest and 
referenced Robert Citron as an example of not over-borrowing.  Mayor/Chair O’Neill agreed the 
City will not “go Robert Citron” on borrowing.  Committee Member Tucker commented the City will 
not be earning more on its cash reserves if this interest rate environment persists because of its 
short-term investments but the proposal is hard to resist because the borrowing costs are so low.  
 
Chair O’Neil closed public comments. 
 
Mayor/Chair O’Neill expressed his belief Mr. Mosher’s point about the name of the station is a 
good and fair one and asked that it no longer be referred to as Lido Station. Finance 
Director/Treasurer Matusiewicz agreed to follow the City Council’s lead on an eventual name. 
Committee Member Tucker stated that the name is proposed as Lido because Lido is the largest 
service area for that station. Mayor/Chair O’Neill stated it is time to call it something else per Mr. 
Mosher’s argument.  
 
Mayor/Chair O’Neill expressed belief the cost will exceed $10 million. He suggested the committee 
not include a highest amount in its recommendation until receiving construction bids. He endorses 
recommending a maximum length of 10 years and a maximum interest of 2%. Finance 
Director/Treasurer Matusiewicz clarified the resolution will include those parameters and City 
Council can give direction to the maximum expenditure. City Manager Leung added the bids are 
timed so this information will be known before the resolution advancing to City Council.  
 
MOTION:  Mayor/Chair O’Neill moved the Finance Committee recommend the City Council 
pursue financing options for Fire Station 2 at a length not to exceed 10 years with a maximum 
interest rate of 2% and a total amount to be based upon the construction bids to be received, 
seconded by Committee Member Reed.  The motion carried unanimously by acclamation. 
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D. INTERNAL AUDIT PLAN UPDATE 

Summary: 
This update summarizes all internal audit activities to date including the findings of the Enterprise 
Risk Assessment and the Internal Controls Review report. Working in collaboration with City 
management, Moss Adams prepared a recommended internal audit program for Fiscal Year 2020-
21 that focuses on addressing priorities from the risk assessment and internal controls review. 
Recommended Action:  
Receive and discuss the reports and provide recommendations for City Manager consideration. 
 
Deputy Director/Finance Steve Montano reported Moss Adams LLP is the City’s outsourced 
Internal Auditor and has been conducting an Enterprise Risk Assessment and an Internal Control 
Review for several months.  
 
Mark Steranka, Moss Adams, provided a brief overview and explained the process is designed for 
a multi-year evaluation due to the number of departments under the City’s oversight.  
 
Colleen Rizollis, Moss Adams, explained the purpose of the project is to reduce risk, strengthen 
controls, and improve effectiveness to be better stewards of public funds and assessed over 18 
categories. She advised the process involved an exhaustive series of interviews with city 
employees, a large collection of data, and using their experience with other cities to help determine 
a set of best practices for Newport Beach.  
 
Ms. Rozillis praised the City for having just one (1) high-risk category (Procurement and 
Contracting) and only five (five) moderate to high-risk categories. She noted Purchasing is 
frequently reported as a pain point in these studies and such was the case in Newport Beach. She 
attributed it to recent workflow changes that require greater scrutiny through added levels of 
review.  She also found limited capacity despite the work of dedicated employees who wear 
multiple hats. She noted this is an area of concern because it can have a ripple effect across the 
entire city. The recommended action is to see if the process can be streamlined to better balance 
the workload. 
 
Ms. Rozillis provided a brief overview of the five (5) moderate to high-risk categories. She 
explained External risk is often high in California due to potential hazards of geography and natural 
disasters along with state government compliance matters. She reported Organizational Structure 
and Staffing is an area where they found staffing gaps. She reported Information Technology was 
cited as another common issue in the study but has come to light more frequently during the 
pandemic with more people relying on remote technologies and home Wi-Fi. Additionally, there 
has been an increased awareness of cybersecurity-related issues, but Ms. Rozillis commended 
the City on its work in this subsection the past few years. She endorsed increased automation to 
improve efficiency. Ms. Rozillis noted the City does not have a strategic plan outside of Financial 
Health Planning and encouraged ongoing discussions about a Strategic Goal Measurement Plan. 
She noted there are risk programs that relate to Emergency Management and expects this area 
will receive more funding and attention from municipalities nationwide through lessons learned 
from the COVID-19 pandemic.  Lastly, Ms. Rozillis stated there were also some concerns about 
employee safety which arose during the interview process.  
 
In response to Committee Member Collopy’s inquiry, Ms. Rozillis cited Fort Collins, Colorado as 
a City with a robust Performance Measurement System and offered to provide many others she 
considers strong in this area if requested. 
 
Halie Garcia, Moss Adams, summarized an Internal Controls Review which she explained is a 
high-level city-wide analysis to see if established internal controls exist and if they are effective. 
She explained Moss Adams assessed the existing controls, tested employees attempting to find 
errors, and tested results. She advised Moss Adams found opportunities for improvement in all of 
the 10 areas they looked at which include Purchasing and Contract Management, Accounts 
Receivable, Accounts Payable, Fixed Asset Management, Inventory Management, Financial 
Reporting, Budgeting, Payroll, Information Technology, and the overall control environment. Ms. 
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Garcia stated this is not abnormal and noted some of the most frequent high-risk control issues 
arose from Inventory Management, Cash Handling, and Purchasing. She expressed an accepting 
attitude, an eagerness around the City staff to make changes, and an honest environment about 
the issues. Lastly, she stated her findings often found the issues stem from lack of resources and 
lack of policies and noted several quick fixes are obvious such as segregation of duties or 
implementation of simple reviews.  
 
In response to Committee Member Reed inquiry, Ms. Garcia clarified the labeling of the high 
impact column are things which could result in a material misstatement of financial information, 
misappropriation of City assets, or possibly public perception among other risks. She noted it 
applies to a wide variety of things where if something went wrong the impact could be largely 
negative for the City. She advised these areas were vetted through management to ensure they 
were rated correctly categorically.  
 
In response to Council Member Brenner’s inquiry, City Manager Leung explained this is being 
done specifically because they have limited resources and so that managers have a better sense 
of what to prioritize as they strategically tighten up their departments. She added that this process 
is not unusual for an organization as complex as Newport Beach and it is good to have an outside 
perspective and assessment of areas of risk.  
 
Mr. Steranka explained Moss Adams’ next step is to compile a list to present to management to 
assess where to focus first based upon priority.  He presented 11 areas which include six (6) 
internal control related and five (5) performance and risk focused.  
 
As an example, off of the list, Mr. Steranka highlighted the policy inventory and implementation 
plan area from the performance and risk-focused section. He explained a lack of policies or 
updating outdated policies is a relatively easy fix but can be time-consuming. He advised policies 
are always good not only for work-place control but also for the protection of institutional 
knowledge as staff turns over or are unavailable at a point in time.  
 
Mr. Steranka recommended performing an inventory of fiscal policies to update outdated sections 
and find gaps, a Procurement Operational Review with a test of the internal controls, assessing 
inventory control methodology, and finally preparing a FY 2021-22 Internal Audit Plan after 
managing this program. 
 
Committee Member Tucker expressed his pleasure with this extensive project likening it to the 
type of approach a Fiduciary would take.  
 
In response to Committee Member Tucker’s inquiry, City Manager Leung reported the end of this 
process would likely be regular implementation reports. 
 
Committee Member Collopy praised the report for exceeding his expectations. He commented in 
response to Committee Member Tucker’s point that implementation should not be Moss Adams’ 
responsibility but the City’s to make it a living document. He retracted his initial outrage at 
outsourcing an internal audit and praised Finance Director/Treasurer Matusiewicz and Deputy 
Director/Finance Montano for the decision based on their report.  
 
In response to Committee Member Collopy’s inquiry, City Manager Leung stated the City has to 
take ownership of the report’s recommendations, but further adjustments could come in further 
consultation with Moss Adams or others. She expressed that it should live between the City 
Manager’s Office and the Finance Department, but the goal should be to make it a living document. 
She added the assessment was occurring right as the pandemic hit which may have presented 
challenges in obtaining responses from staff members so there could be additional areas to target 
with another round of assessment. 
 
Mayor Pro Tem Avery expressed his support of the project and relayed how frequently these audit 
types discover flaws which need to be balanced by trust in employees while also creating an 
environment where the policies do not go over the top.  
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In response to Council Member Brenner’s inquiries, City Manager Leung was unable to 
immediately determine where fines collected exceed the City’s costs and offered to work offline 
on that with Council Member Brenner. She also explained it is not simple to state how well the 
City staff enforces laws particularly due to the discretionary measures built into certain laws. She 
advised is an operational issue and not part of an audit like this.  
 
Mayor/Chair O’Neill opened public comments. 
 
Mr. Mosher was pleased to see what he believes to be the unvarnished opinion of the outside 
auditor. He was pleased to report the Library staff was doing an inventory of all items valued at 
over $500 with pleasure. He doubts they were using all of the suggestions from the Moss Adams 
report but hopes they will in the future.  
 
Nancy Scarborough recalled the Director of Utilities for Newport Beach was arrested for stealing 
$1.2 million in 1982 so she is particularly thankful for this report because bad things can even 
happen in typically well-run Newport Beach. 
 
Mayor/Chair O’Neill closed public comments. 
 

E. WORK PLAN REVIEW 
Summary: 
Staff will review with the Committee the agenda topics scheduled for the remainder of the calendar 
year. 
Recommended Action:  
Receive and file. 
 
Mayor/Chair O’Neill stated the next meeting they include a CalPERS discussion. They will also 
look at how the first quarter ended along with the last fiscal year and make recommendations to 
the City Council for a midyear review of the budget.  
 
In response to Committee Member Collopy’s inquiry, Mayor/Chair O’Neill explained the next 
meeting is set for November and October to allow for proper assessment of the first quarter.  
 
Mayor/Chair O’Neill opened public comments. 
 
Mr. Moser asked if the CalPERS discussion needs to be deferred to November. Mayor/Chair 
O’Neill responded he did not believe a separate meeting had to be set up to discuss it and it also 
makes sense to discuss in conjunction with a discussion about potential budget adjustments. 
 
Mayor/Chair O’Neill closed public comments. 

 
II. FINANCE COMMITTEE ANNOUNCEMENTS ON MATTERS WHICH MEMBERS WOULD LIKE 

PLACED ON A FUTURE AGENDA FOR DISCUSSION, ACTION OR REPORT (NON-DISCUSSION 
ITEM) 
 
None 
 

III. ADJOURNMENT 
 

The Finance Committee adjourned at 5:12 p.m. to the next regular meeting of the Finance Committee.     
 

Filed with these minutes are copies of all materials distributed at the meeting.   
 

The agenda for the Regular Meeting was posted on September 18, 2020, at 4:35 p.m., in the binder 
and on the City Hall Electronic Board located in the entrance of the Council Chambers at 100 Civic 
Center Drive.  
 



 
 

 

CITY OF NEWPORT BEACH 
FINANCE COMMITTEE 

STAFF REPORT 

Agenda Item No. 5B 
November 19, 2020 

 
TO:    HONORABLE CHAIRMAN AND MEMBERS OF THE COMMITTEE 
 
FROM:   Finance Department 

Carol Jacobs, Assistant City Manager/Interim Finance Director 
949-644-3213, cjacobs@newportbeachca.gov 

 
SUBJECT: Year-End FY 2019-20 and FY 2020-21 Q1 Financial Report 
 
 
SUMMARY: 

This report contains preliminary information on revenues, expenditures and estimated 
fund balance for the fiscal year ending June 30, 2020 and financial information through 
the first quarter (September 2020) of FY 2020-21. Because the City’s financial records 
are undergoing the customary audit review, the financial information presented in this 
report for the fiscal year ending June 30, 2020 is preliminary in nature and subject to 
adjustments as the year-end close process continues through December. The actual 
revenue results ended up much better than anticipated.  General Fund revenues ended 
FY 2019-20 at $229.8 million and were, $10.9 million or 5%, higher than the projected 
budget in almost all categories.  General Fund expenditures ended FY 2019-20 at $211.1 
million and were $3.9 million, or 1.8%, lower than the projected budget in almost all 
categories. Actual expenditures ended the year lower than budgeted due to the careful 
management of operating expenditures (hiring freeze and the curtailment of other 
expenditures) and budget adjustments during the last quarter of the fiscal year.   
 
The first financial report of FY 2020-21 provides an analysis of the financial activity of the 
City from the months of July through September 2020. Year to date activity of the General 
Fund shows that revenues through quarter 1 are coming in higher, and expenditures 
lower, than projected.  As the economy continues to improve, these trends are likely to 
continue; however, a great deal is unknown as the global pandemic continues.   
 
RECOMMENDED ACTION: 
 
Review and discuss this report and provide recommendations for City Manager and City 
Council consideration.   
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DISCUSSION: 
 
Economic Overview 
The coronavirus outbreak is causing tremendous human and economic hardship across 
the United States and around the world. Following sharp declines, economic activity and 
employment have picked up somewhat in recent months but remain well below their 
levels at the beginning of the outbreak. Weaker demand and significantly lower oil prices 
are holding down consumer price inflation. Overall financial conditions have improved in 
recent months, in part reflecting policy measures to support the economy and the flow of 
credit to U.S. households and businesses. California’s unemployment rate averaged a 
record-high 15.9 percent in the second quarter of 2020, up from 4.4 percent in the first 
quarter and 3.6 percentage-points higher than the previous record of 12.3 percent during 
the Great Recession. California’s nonfarm jobs decreased by 2.3 million or 13.0 percent 
in the second quarter. For California and the nation, job losses were largest for low-wage 
sectors, with leisure and hospitality losing around 40 percent of its total jobs over one 
quarter.   
 
According to Gary Sherwin, President and CEO of Visit Newport Beach, citywide hotel 
occupancy is currently averaging about 40 percent a week, when at this time of the year, 
occupancy is typically about 85 percent. There are few, if any, international guests and 
most business is regional. Two hotels, the Renaissance Newport Beach and Fashion 
Island Hotel, remain closed and several of the other hotels are not offering all their rooms 
for occupancy to promote social distancing. Properties like Lido House with its 130 rooms 
are doing strong business. Overall weekend business is also showing life and the average 
daily rate, a barometer of hotel health, is at $290 a night, about 15 percent lower than last 
year. Restaurants with outdoor patios are doing well, although overall volume is down 
with indoor dining off limits for now. 
 
General Fund Revenues 
The swift reaction by consumers and businesses to the outbreak of coronavirus (COVID-
19) in Newport Beach caused a massive decrease in spending on certain goods and 
services. The national and state response combined with the uncertainty of how long the 
presence of the virus would disrupt the U.S. economy made forecasting revenues 
particularly challenging. The City’s revised FY 2019-20 revenue forecast and associated 
budget amendment was presented to, and approved by, the City Council on April 28, 
2020.  General Fund revenues were reduced by $13 million and provisions were made to 
realize at least $13 million in expenditure savings for the remainder of the fiscal year as 
a “bridge” solution to narrow the revenue shortfall chasm.  The actual revenue results 
ended up being much better than anticipated.  General Fund revenues ended FY 2019-
20 at $229.8 million and were, $10.9 million or 5%, higher than the projected budget in 
almost all categories.  The total revenue receipts nearly match that of the prior year 
General Fund revenue receipts.   This report also contains information on General Fund 
revenues for the first quarter of FY 2020-21, which is the period from July 1, 2020, to 
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September 30, 2020.  Revenue categories are likely to perform at or higher than their 
projected levels this year due to more favorable economic conditions than anticipated 
when the budget was developed in April.  Higher property tax valuations within the City 
are also expected.  
 

General Fund Revenues FY 2019-20 Year-End Results

 

General Fund Revenues FY 2020-21 through Q1 (September 2020) 
 

 
 
Property Taxes - Property taxes are the single largest funding source and represent just 
under 50% of all General Fund revenues. FY 2019-20 property tax revenue was over 
$113.3 million, which is almost $0.6 million or 0.5% higher than projected and almost $5 
million higher than prior year. Property tax revenue estimates decreased for FY 2019-20 
in anticipation of economic hardship due to the pandemic and the Governor’s Executive 

A B C=B-A D=C/A

Revenues by Category PY Actual
Revised 
Budget Actual Variance % Variance

Property Taxes 108,365,261 112,723,626  113,313,535 589,909 0.5%
Sales Tax 38,502,470   34,411,405    36,232,969   1,821,564 5.3%
Transient Occupancy Tax 24,697,446   19,062,031    20,847,883   1,785,852 9.4%
Other Taxes 11,327,777   10,841,170    11,846,082   1,004,912 9.3%
Service Fees & Charges 20,300,379   18,820,002    20,913,897   2,093,895 11.1%
Parking Revenue 4,935,024     5,442,379     5,529,753     87,374 1.6%
Licenses & Permits 5,071,609     4,567,521     4,752,252     184,731 4.0%
Property Income 4,679,578     3,493,784     4,619,106     1,125,322 32.2%
Fines & Penalties 3,454,660     3,089,260     3,659,011     569,751 18.4%
Intergovernmental Revenues 3,922,453     2,854,873     3,140,547     285,674 10.0%
Investment Earnings 1,484,828     1,505,673     1,295,547     -210,126 -14.0%
Miscellaneous Revenues 3,071,110     2,252,529     3,759,851     1,507,322 66.9%
Total Revenues $229,812,595 $219,064,253 $229,910,433 $10,846,180 4.95%
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Order (N-61-20) suspending penalties and interest of property taxes. Secured property 
tax revenue, which makes up almost 85% of all property tax revenue, ended up coming 
in strong despite everything. Property taxes are among the least affected revenue 
sources by the pandemic (at least in the short term) as home valuations are assessed in 
January of one fiscal year and payments are made the following fiscal year.   
 
For FY 2020-21, property taxes are so far $292,000 less than projected for the quarter.  
This is largely due to the City’s first of three unsecured property tax payments coming in 
less than projected. These are value-based taxes not secured by property (ex. business 
property, boats, airplanes) and make up only about 2.6% of property tax revenue. 
Supplemental taxes (levied after change in ownership or completion of new construction) 
were down significantly for the first quarter; however, the first payment received in 
November is up 43% over the prior year. This bodes well for future secured property 
taxes. The first secured property tax payment received mid-November came in 
considerably higher than prior year which is hopefully an indication of people’s ability to 
make their property tax payments timely.    
 
Sales Tax - The second largest funding source for the General Fund is sales tax revenue, 
making up more than 15% of General Fund revenues. Sales Tax finished the year at 
$36.2 million, which is $1.8 million or 5.3% higher than projected.  The City’s sales tax 
base is largely generated from three main industry categories including Autos and 
Transportation, General Consumer Goods, and Restaurants/Hotels.  Most of these 
industries are also heavily impacted by tourism. At the onset of the pandemic, when 
businesses were shut down, sales tax revenue potential was drastically impacted. The 
projection for the year held that the same restrictions in place in April 2020 would remain 
for the remainder of the fiscal year. Sales Tax revenues were higher than anticipated 
because businesses pivoted in creative ways to reach their customers, they were able to 
open at some capacity sooner than expected, and consumer spending was relatively 
strong.  For these reasons all three main industry categories performed better than 
expected.  Although FY 2019-20 wasn’t as bad as budgeted, due to the severe impacts 
on economic activity we saw across all industry categories, sales taxes receipts were 
almost $2.3 million less than the prior year.  
 
FY 2020-21 sales tax revenues are coming in approximately $824,000 higher than 
expected. The California Department of Tax and Fee Administration (CDTFA) is using a 
new methodology to calculate sales tax advances. Our 3rd Quarter 2020 sales tax cleanup 
payment gets posted November 20, 2020. At the time of this meeting we will know how 
our payments compare to budget for the quarter as a whole.  
 
Transient Occupancy Tax - Transient occupancy tax (TOT) revenue was the most 
severely impacted revenue source as most major hotels within the City were temporarily 
closed towards the end of March 2020 and many didn’t start reopening until late May or 
early June. Also, short term rentals were not allowed in the City from early April 2020 until 
May 20, 2020. Revenue projections for FY 2019-20 were calculated with the expectation 
that hotels and short-term lodging would remain at severely reduced capacity through the 
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end of the fiscal year. Because hotels started opening up sooner than anticipated, FY 
2019-20 transient occupancy tax receipts were $20.8 million, which is almost $1.8 million, 
or 9.4%, higher than projected. Even though TOT ended higher than projected, FY 2019-
20 revenue was $3.8 million less than the prior year. Although most hotels are up and 
running, with the exception of the Island Hotel and Renaissance Newport Beach, the vast 
majority remain well under full capacity.  
 
Staff budgeted FY 2020-21 TOT revenues extremely conservatively expecting to realize 
in the first quarter just 10% of prior year revenue. July 2020 hotel TOT came in at 37% of 
prior year and August 2020 came in at 48% of prior year.  This resulted in revenues for 
the first quarter of FY 2020-21 coming in approximately $1.7 million over the projected 
budget for the quarter. As of September 30, 2020, the City collected a nominal amount of 
residential TOT revenue because such revenue for the quarter ended September 30, 
2020, is not due to the City until October 31, 2020. Residential TOT receipts due October 
31, 2020, which include agent payments for July 1, 2020 through September 30, 2020 
and owner payments for October 1, 2019 through September 30, 2020, came in 0.76% 
higher than the prior year and approximately $2.7 million higher than projected (net of 
payments to Visit Newport Beach). We suspect this better than expected revenue 
performance is due to overnight visits in either hotels or short-term rentals from regional 
travelers looking for a quick “staycation” close to home. 
 
All Other Revenue – This category includes all other revenue sources other than the Top 
3 (property tax, sales tax, and TOT). All Other Revenue is made up of the following: 
 

• Other Taxes – real property transfer taxes, business license taxes, marine charter 
taxes, and franchise fees.  

• Service Fees & Charges – plan check fees, recreation classes, emergency medical 
services fees, and numerous other cost-of-service fees.  

• Parking Revenue – all General Fund related metered parking fees that are 
assessed throughout the various parking zones of the City.  

• Licenses and Permits – fees charged to process building related permits, street 
closure permits, dog licenses, and police tow franchise fees.  

• Property Income – City owned and managed income producing properties, long-
term ground leases to concessions, restaurants, hotels and other businesses and 
organizations, and rental of City facilities to the public.  

• Fines and Penalties – parking citation fines collected by the City, administrative 
citation fines, fines remitted to the City from the County for vehicle code violations, 
and false alarm penalties.  

• Intergovernmental Revenues – federal, state, and local grant revenues, which 
includes, but is not limited to, the City’s portion of the ½ cent sales tax revenue 
paid to the County for public safety, state mandate reimbursements, 
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reimbursement for strike teams sent to assist with fires, and revenue sharing with 
the County of Orange under the Waste Disposal Agreement  (WDA).  

• Investment Earnings – revenue generated from the investment of City funds.  
• Miscellaneous Revenues – restricted revenue, damage to City property, bad debt, 

donations and contributions, non-operating revenues such as proceeds from the 
sale of materials and equipment, and other miscellaneous revenues.   

FY 2019-20 budget within this category was adjusted at the line item account level based 
on the trends we were seeing at the beginning of the pandemic and taking a conservative 
approach by estimating those trends would continue throughout the remainder of the 
fiscal year. While revenue was down at alarming rates starting mid-March through April, 
many of our revenues saw improvement as early as May and into June.  
 
There are multiple factors that contributed to Other Revenues ending higher in FY 2019-
20, such as:   

• Other Taxes ended the year $1 million higher than projected. Sharper declines 
were budgeted in case businesses either closed down or didn’t renew their 
business licenses due to long term closures, home sales slowed excessively, and 
people weren’t able to pay their bills on time.  

• City Departments pivoted quickly modifying their procedures to ensure they could 
continue meeting customer needs. Some examples include, the Community 
Development Department and Public Works devised electronic and contactless 
drop off options to continue permit operations during the City Hall closure, building 
inspectors conducted remote video inspection for interiors, and Recreation and 
Senior Services provided modified outdoor camps and programs as well as 
created an online recreation center with virtual classes. These actions resulted in 
Service Fees & Charges (adjusted for recreation class refunds) ending the year 
$1.5 million higher than projected.  

• Parking revenues dropped dramatically beginning in mid-March 2020 as travel was 
impacted by COVID-19, statewide shut-downs began, and beach front parking lots 
were closed to the public. March 2020 parking revenues were just half of what they 
were the prior year and April 2020 revenues were down 75% compared to the prior 
year.  However, by mid- to late-May 2020 people flocked to the beaches and we 
started to see positive month over month revenue again. May 2020 parking 
revenue was almost 10% higher than the prior year and June 2020 was almost 
26% higher than prior year.   

• At the beginning of the pandemic, the City received many inquiries and requests 
for payment waiver or deferral; however, as time progressed most income 
properties were able to make their scheduled payments. Between parking and 
property income, this resulted in $1.2 million in additional revenue over budget.  

• At the onset of the pandemic, parking citations issued by the Police Department 
as well as the City’s parking consultant decreased significantly. The Police 
Department stopped issuing street sweeping citations since many people were 
staying at home and the City’s parking consultant issued less citations due to the 
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closure of beach front parking lots and reduced activity within the City. As the 
beach parking lots opened back up in May 2020, and street sweeping enforcement 
resumed mid-June 2020, citation issuance increased as well. This contributed to 
Fines and Penalties ending the year over $0.5 million higher than budgeted. 

• Miscellaneous Revenues ended the year $1.5 million over projected revenue, this 
is primarily due to almost $770,000 in funding received from the CARES Act, 
booking fair value of investments, and refunds issued for cancelled recreation 
classes. 

When budgeting for FY 2020-21, revenue accounts other than the Top 3 (property tax, 
sales tax, and TOT) were, for the most part, reduced by 20% across the board. This was 
based on historical reductions to revenues during prior recessions and with the 
understanding that some accounts would come in higher than projected and others would 
come in lower. All other (than the top 3) revenue through September 30, 2020 is almost 
$889,000 higher than budgeted. Parking revenue in the first quarter came in incredibly 
strong, $824,000 over budget. This is due to the warm weather we had through, and 
beyond, summer and people seeking local options for exercise and entertainment. 
Intergovernmental Revenues are $526,000 higher than budgeted due to CARES Act 
funding from the California Department of Finance. Miscellaneous Revenues includes a 
$210,000 donation from the Friends of the Library. Grants and donations are typically not 
budgeted until awarded and therefore any new awards wouldn’t have been in our original 
forecast. Property Income within the first quarter is up almost $200,000 over budget and 
is due to rental property revenue coming in strong as well as some revenue that was 
deferred from FY 2019-20 to FY 2020-21. Other categories that are also performing over 
budget are Other Taxes and Licenses and Permits. Service Fees & Charges came in $1.2 
million less than budgeted. This is due to a decrease in fees from Police activity (jail 
booking, emergency response, and alarm permit) and the Libraries being closed, but 
largely from Recreation summer programs and contract classes being severely limited. 
This decrease was offset somewhat by Community Development Department, Public 
Works, and the Fire Junior Lifeguard Services Fees & Charges revenues coming in higher 
than projected. Commensurate with the decrease in recreation revenue, there is 
approximately $780,000 in expenditure savings in contract instructor payments when 
compared to the prior year.  

General Fund Expenditures  
General Fund expenditures ended FY 2019-20 at $211.1 million and were $3.9 million, 
or 1.8%, lower than the projected budget in almost all categories. Actual expenditures 
ended the year lower than budgeted due to the careful management of operating 
expenditures (hiring freeze and the curtailment of other expenditures) and budget 
adjustments during the last quarter of the fiscal year.  To align expenditures with reduced 
revenues, the City Council authorized a budget amendment that resulted in General Fund 
expenditure reductions of $13.8 million in FY 2019-20.  Of this amount, $7.7 million in 
expenditure reductions derived from most operating expenditure categories and the 
remainder from transfers out to other funds and the close out of completed capital 
projects.  In most cases, these were reductions that did not impact service levels and 
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General Fund Expenditures FY 2019-20 Year-End Results

 
 

General Fund Expenditures FY 2020-21 through Q1 (September 2020) 

 
 

Additional Pension Payment 
The City set aside a $5 million PERS reserve in anticipation of adverse investment results 
that would increase the City’s unfunded actuarial liability in the FY 2020-21 budget. The 
$5 million was reserved and not appropriated due to the onset of the COVID pandemic, 
with the intention to ask Council for appropriation based on the on-going review of the FY 
2020-21 budget to actual results. It is recommended, based on quarter one results and 
FY 2020-21 projected revenues, to transfer the $5 million from the PERS set aside 
reserve to the operating budget to continue funding the total PERS unfunded liability 
budget for a total amount of $40 million in FY 2020-21. This action will act as a buffer 
against adverse investment results and continue the City’s goal of realigning our budget 
toward further reductions to the assumed discount rate. 
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General Fund Reserves 
We are fortunate that the City was in excellent financial health prior to the global 
pandemic.  Conservative budgeting and sound financial policies have resulted in a trend 
of General Fund operating surpluses and strong reserve levels for several years.  This is 
still no less the case even amid the significant economic downturn the City is currently 
experiencing.  Conservative budgeting practices coupled with better than expected 
consumer demand have resulted in higher revenues and lower expenditures than 
budgeted.  This has contributed towards the realization of unrestricted General Fund 
resources of $23.9 million at the end of Fiscal Year 2019-20 (see the General Fund 
Sources and Uses table below).   
 
Of this amount, $11.5 million derives from the FY 2018-19 surplus.  Due to the time it 
takes to close a fiscal year and the timing of the annual budget schedule, a prior year 
surplus is not appropriated in the fiscal year that immediately follows, but in the 
subsequent fiscal year. Every budget adheres to Council policy regarding the use of prior 
year surplus funds.  Roughly half of any surplus balance in any given year is allocated to 
address long term obligations with the remaining half allocated to various neighborhood 
enhancement capital projects.  Due to the significant impact to the City’s revenue base 
resulting from the global pandemic, it was necessary to appropriate the FY 2018-19 
surplus of $11.5 million to fund General Fund operations in FY 2020-21.   
 
The remaining $12.4 million of the $23.9 million unrestricted General Fund resources 
derives from the FY 2019-20 surplus (higher revenue and lower expenditure than 
budgeted), net of transfers in/out and restricted revenues.   
 
It was also necessary to balance the deficit that was projected for FY 2020-21 by using a 
short-term or "bridge" solution.  This tiered solution relied on a combination of targeted 
reductions in operating accounts with underutilization trends, deferred capital project 
spending (see Attachment B for a list of CIP deferrals), reduced transfers to other funds 
and a $2.3 million draw from the Contingency Reserve.   
 
The General Fund Sources and Uses table that follows, depicts the performance of 
revenues and expenditures, the application and flow of prior year surpluses, and the 
resultant impact to the Contingency Reserve. 
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General Fund Sources and Uses 

 
 
 
Because of the unknown impacts of the pandemic, the use of surplus and the tier 
reduction framework utilizes one-time adjustments designed to ensure the continued 
delivery of City services.  Structural adjustments may be necessary, but more needs to 
be known before implementing such reductions.  In the meantime, the tiered framework 
allows us to make some restorations based on the positive results for FY 21019-20. 
 
Proposed Restoration of Funds Through Tier Framework 
 
Tier 5 – Contingency Reserve 
Per City Council Reserve Policy F-2, the Contingency Reserve shall have a target 
balance of 25 percent of the General Fund operating budget as originally adopted, 
excluding the amount allocated for additional discretionary pension payments.  In order 
to balance the budget and under the emergency provisions of Policy F-2, this current year 
budget has a $2.3 million draw from the Contingency Reserve.  Pursuant to policy, staff 
must present a plan to City Council to replenish the reserve within five years after the 
economy has stabilized.  Based on the positive budget to actual variances realized in FY 
2019-20 that resulted in a surplus, the better than expected quarter one results, and the 
positive revenue results projected for FY 2020-21; the City Council may allocate $2.3 
million of prior year surplus to replenish the contingency reserve.   
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Tier 4 – Internal Service Fund Charges 
Funds in the amount of $4.5 million were transferred in from other funds to partially backfill 
the anticipated General Fund revenue shortfall for FY 2020-21 (see Tier 4 column in 
Attachment A).  These funds derived from prior year internal service funds (ISF) charges 
that originated from the General Fund.  These charges are intended to reimburse ISF 
operations related to equipment replacement charges, or centrally managed insurance 
reserves and most were returned without significantly impacting the replacement 
schedule or funding for liabilities.  Staff recommends the replenishment of the $500,000 
taken from the Equipment Replacement Fund.  This would help improve the percent of 
that Fund’s reserve that is set aside to cover the accumulated depreciation – currently at 
66%. 
 
Tier 3 – Deferred Capital Funding 
Staff recommends maintaining the reductions at this time.  A review of the CIP program 
is recommended in the context of developing the FY 2021-22 budget. This will be 
discussed in more detail at the FY 2021-22 City Council Planning Workshop in early 
January 2021. 
 
Tier 2 – Temporary Hiring Freeze 
Staff recommends resuming selected hiring with approval by City Manager.  We will still 
target $2 million in personnel savings, which should be obtainable. 
 
Tier 1 – Operating Reductions 
No change recommended – continue with reductions. 
 
Other Funds  
Other funds that are subject to revenue volatility include Tidelands, Gas Tax, Measure M, 
SB1 RMRA (Road Maintenance and Rehabilitation Account) and the Water and 
Wastewater funds.  An analysis of the budget performance for these funds at Fiscal Year 
ending 06/30/2020 and through the first quarter of this fiscal year indicate that no budget 
adjustments are currently necessary.  Staff will continue to monitor these and all funds on 
a monthly basis. 
 
Conclusion 
There are varying speculative timelines of when life will return to some semblance of 
normalcy. The answer to this question is unknown but staff will consider adjustments to 
the operating and capital budgets in subsequent quarters should our revenue projections 
prove to be either too optimistic or conservative.  Any proposed adjustments will be 
presented to the Finance Committee and City Council.  
 
Staff recommends that the Finance Committee review and discuss this report and provide 
recommendations for City Manager and City Council consideration prior to the November 
24, 2020 City Council meeting when this report will next be presented. 
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Prepared and Submitted by: 

 

 
 
/a/ Steve Montano 
 
____________________________ 

 

Steve Montano 
Deputy Finance Director 

 

 
 
 
Attachments: 

A. FY 2020-21 Budget Tier Framework and Quarter 1 Restorations 
B. FY 2020-21 CIP Deferrals 

 
 
 
 
 
 



 
 
 
 

 
 
 
 
 
 
 
 
 
 
ATTACHMENT A 
FY 2020-21 BUDGET TIER FRAMEWORK AND QUARTER 1 RESTORATIONS  



FY 2020-21 Budget Tier Framework and Quarter One Restorations
Quarter 1 Restorations indicated by 

Financial First Aid - Initial Bridging Options

Operating Cuts 
No Service Level 

Change
Temp Hiring 

Freeze
Deferred Capital 
Funding & Spend

ISF Charge 
Reductions

Contingency 
Reserve

Service Level 
Cuts

TOTAL GAP FUNDING 
SOLUTIONS

Tier 1 Tier 2 Tier 3 Tier 4 Tier 5 Tier 6
    Salaries And Benefits

Salaries, Benefits and Other Pays (2,000,000)    (2,000,000)                       
        Discretionary Pension Payments
    Total Salaries And Benefits  (2,000,000)    (2,000,000)                       
    Maintenance And Operations
        Professional & Contract Services  (1,774,131)          (1,774,131)                       
        Internal Service Premiums  

Workers' Compensation (1,000,000)       (1,000,000)                       
General Liability
Uninsured Claims (1,000,000)       (1,000,000)                       
OPEB
Equipment Replacement/Maintenance (17,511)                (500,000)          (517,511)                          
Information Technology (2,000,000)       (2,000,000)                       

        Maintenance & Repair  (179,009)             (179,009)                          
        Supplies & Materials  (289,671)             (289,671)                          
        Utilities  (361,201)             (361,201)                          
        General Expenses  (98,300)                (98,300)                             
        Travel & Training  (151,115)             (151,115)                          
        Grant Operating Expenses  (40,000)                (40,000)                             
    Total Maintenance And Operations  (2,910,938)          (4,500,000)       (7,410,938)                       
    Total Transfers Out  (18,477,137)            (500,000)          (18,977,137)                    
    Capital (2,500,000)              (2,500,000)                       
Contingency Reserve1 (2,304,399)       (2,304,399)                       
     Total by Tier (2,910,938)          (2,000,000)    (20,977,137)            (5,000,000)       (2,304,399)       (33,192,474)                    
          Cumulative by Tier (2,910,938)          (4,910,938)    (25,888,075)            (30,888,075)    (33,192,474)    (33,192,474)     
1 Contingency Reserve reduction originally $2,316,684 in Proposed Budget, and reduced to $2,304,399 in Adopted Budget.  This reduction of $12,285 is due to a reduction in approprations within the Police Department.
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FY 2020-21 CIP Deferrals 

 



 
 

CITY OF NEWPORT BEACH 
FINANCE COMMITTEE 

STAFF REPORT 

Agenda Item No. 5C  
November 19, 2020 

 
TO:    HONORABLE CHAIR AND MEMBERS OF THE COMMITTEE 
 
FROM:   Finance Department 

Carol Jacobs, Assistant City Manager / Interim Finance Director / Treasurer 
949-644-3313 or cjacobs@newportbeachca.gov 
 

SUBJECT: BUDGET AMENDMENTS FOR QUARTER ENDING SEPTEMBER 30, 
2020 

 
 
EXECUTIVE SUMMARY 
The purpose of this memorandum is to report on the budget amendments for the first 
quarter of FY 2020-21. All budget amendments are in compliance with City Council Policy 
F-3, Budget Adoption and Administration. 
 
DISCUSSION 
City Council Policy F-3, Budget Adoption and Administration, identifies how 
appropriations can be transferred, increased or reduced.  The Finance Committee 
reviews a quarterly report of City Council and City Manager budget amendments including 
their effect on fund balance.  Please find the list of budget amendments included as  
Attachment A. 
 
Prepared by:  Submitted by: 
 
 
/s/ Walid Harding 

  
 
/s/ Carol Jacobs 

Walid Harding  Carol Jacobs 
Budget Analyst  Assistant City Manager / 

Interim Finance Director / 
Treasurer 

 
Attachment: 

A. Budget Amendments Fiscal Year 2020-21 Quarter Ending 
September 30, 2020 
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ATTACHMENT A 
BUDGET AMENDMENTS FISCAL YEAR 2020-21 QUARTER ENDING SEPTEMBER 30, 2020 
 
 
 
 
 



BA # Date Amendment Type Fund Revenues Expenditures
Net Effect on Fund Balance 

Increase/(Decrease) Department Explanation

001 9/8/2020 City Council OTS Grant Fund 237,000.00        237,000.00      -                                             Police To increase revenue estimates and expenditure appropriations to 
accept the 2021 State of California, Office of Traffic Safety (OTS) 
Selective Traffic Enforcement Program (STEP) Grant (#PT21193) 
for increasing DUI Enforcement and Awareness and funding 
additional traffic safety enforcement, as well as DUI Sobriety 
Checkpoints. Funds will be used to pay for overtime costs 
specifically used for this program and related costs for travel and 
training.

002 8/12/2020 City Manager General Fund -                      10,000.00         (10,000.00)                                 Human Resources To appropriate funds from General Fund unappropriated fund 
balance that were not spent in FY 20 for employee recognition 
and service awards.

003 9/8/2020 City Council General Fund 200,000.00        200,000.00      -                                             Library To increase revenue estimates and expenditures appropriations 
to enhance Library collections and programs. 

004 9/8/2020 City Council Contributions Fund 79,705.57           79,705.57         -                                             Public Works To increase revenue estimates and expenditure appropriations for 
the Vessel Sewage Pump Outs Replacement project from 
increased contributions from the State of California, Department 
of Parks and Recreation, Division of Boating and Waterways.

General Fund 22,500.00           -                    22,500.00                                  

Contributions Fund 450,000.00        450,000.00      -                                             

006 8/13/2020 City Manager Environmental Contributions -                      509,448.45      (509,448.45)                               Public Works To appropriate from Contributions Fund unappropriated fund 
balance funds that were unintentionally excluded from 2021 CIP 
Reappropriations.  These funds were unencumbered at the time 
of year end, and returned to fund balance.  Council had approved 
the contract with GCI Construction and the allocation of these 
funds in FY20.

Contributions Fund 5,195,419.59     5,195,419.59   -                                             

Neighborhood Enhancement -                      204,512.35      (204,512.35)                               

008 9/22/2020 City Council General Fund 25,000.00           25,000.00         -                                             Library To increase revenue estimates and expenditure appropriations to 
record a donation from the Newport Beach Library Foundation.

009 9/10/2020 City Manager General Fund 10,000.00           10,000.00         -                                             Library To accept a $10,000 donation from Friends of the Newport Beach 
Library and increase expenditure appropriations to be used 
toward the passport office and gift shop.

010 9/22/2020 City Council General Fund 1,015,975.00     549,858.00      466,117.00                                Fire To increase revenue estimates and expenditure appropriations 
related to the Medi-Cal IGT program.

General Fund -                      109,040.00      (109,040.00)                               

Water Enterprise Fund -                      63,800.00         (63,800.00)                                 

014 9/25/2020 City Manager General Fund 10,000.00           10,000.00         -                                             Library To increase revenue estimates and expenditure appropriations for 
the Newport Beach Cultural Arts Exhibition. 

City of Newport Beach
Fiscal Year 2020-21 Budget Amendments

Quarter Ending September 30, 2020

005

To appropriate from Neighborhood Enhancement unappropriated 
fund balance funds to use towards SCE Rule 20A Credit 
Purchase.  This budget amendment also recognizes increased 
revenue contributions from multiple utility companies and 
appropriation of these funds towards construction.

Public WorksCity Council8/25/2020007

To increase revenue estimates and expenditure appropriations for 
the Bay/Channel Crossings Water Main Replacement project 
from contributions from Bayside Village Marina LLC.

Public WorksCity Council8/25/2020

011 To increase expenditure appropriations from fund balance to 
award a contract agreement with BrightView Landscape Services, 
Inc. for landscape medians and roadside areas maintenance.  
The maintenance costs were not included in the recently adopted 
Fiscal Year 2020-21 budget and the amendment will be ongoing 
and included in future budgets to maintain the contract.

Public WorksCity Council9/22/2020
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Scheduled Date Agenda Title Agenda Description

Dark

Dark

Thursday,  September 24, 2020

Investment Performance Review Staff and/or one or more investment advisors will describe the performance of 

the City's investment portfolio.

Annual Investment Policy Review and Update In furtherance of Section K-2 of Council Policy F-1, Statement of Investment 

Policy (the Policy), the Finance Department has completed an annual review of 

the Policy to ensure its consistency with the overall objectives of preservation of 

principal, liquidity and return, and its relevance to current law and financial and 

economic trends. Staff is proposing no modifications to the Policy at this time 

as recommended by Chandler Asset Management and supported by the City’s 

Finance Director/Treasurer.

Fire Station 2 - Bond Authorization Recommendation On May 12, 2020, the City Council reviewed the Adopted Fiscal Year 2019-20 

Capital Improvement Program Budget.  There was a unanimous straw vote to 

support evaluating financing for the Lido Fire Station 2 Project.  This report 

describes the contours of a financing plan and its conformance to the City’s 

Debt Policy.

Internal Audit Plan Update This update summarizes all internal audit activities to date including the 

findings of the Enterprise Risk Assessment and the Internal Controls Review 

report. Working in collaboration with City management, Moss Adams prepared 

a recommended internal audit program for Fiscal Year 2020-21 that focuses on 

addressing priorities from the risk assessment and internal controls review.

Work Plan Review Staff will review with the Committee the agenda topics scheduled for the 

remainder of the calendar year.  

Thursday, November 19, 2020

CalPERS Update Staff will present the latest actuarial valuation changes to actuarial 

assumptions, a review of investment returns, the potential impact of future 

rates, and the results of employee cost sharing.

Fiscal Year 2019-20 and Fiscal Year 2020-21 Financial Updates Staff will provide a fiscal year ending June 30, 2020, and first quarter FY 2020-

21 budget performance update.

Budget Amendments for the Previous Quarter Staff will report on the budget amendments for the prior quarter. 

Work Plan Review Staff will review with the Committee the agenda topics scheduled for the 

remainder of the calendar year.  
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